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SUBJECT: THIRD SESSION OF INTERGOVERNMENTAL COMMITTEE TO DRAFT 
UNIDO CONSTITUTION - BUDGET AND BUDGET-MARKING PROCESS 

REE: (A) VIENNA 5551, (B) VIENNA 5414 

1. NO SIGNIEICANT FURTHER DISCUSSION ON THE PROCESS OE 
CONSIDERING AND ADOPTING THE PROGRAM OF WORK AND CORRESPONDING 
REGULAR BUDGET HAD TAKEN PLACE IN NEGOTIATING COMMITTEE BY 
C.O.B. JULY 5. G-77 ARE STILL ENGAGED IN INTERNAL DEBATE 

ON QUESTION OF EXTENT TO WHICH ACCEPT VARIOUS ELEMENTS 
OF PROGRAM/BUDGET-MAKING PROCESS, INCLUDING SIZE AND 
COMPOSITION OF PBC AND IDB, ON WHICH THERE HAD PREVIOUSLY 
APPEARED TO BE AT LEAST TENTATIVE AGREEMENT. AT SHORT 
JULY 5 NEGOTIATING COMMITTEE SESSION G-77 ANNOUNCED 
THEY HOPED TO PRESENT NEW DRAFT PROPOSALS ON THE BUDGET. 
PRIVATELY G-77 INDICATED THEY WERE NOT SATISEIED WITH 
SECRETARIAT DRAET REPORTED REF A. 

2. MEANWHILE GROUP B WORKING PARTY HAD PRODUCED OVER THE 
WEEKEND A FOUR-PARAGRAPH DRAFT TEXT ON THE QUESTION 
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BUDGET WHICH AFTER CONSIDERATION IN FULL GROUP B 
WAS CIRCULATED AS GROUP B PROPOSAL IN NEGOTIATING 
COMMITTEE. TEXT READS AS FOLLOWS: 

QUOTE. I. THE DIRECTOR GENERAL SHALL PREPARE AND 
SUBMIT TO THE PROGRAMME AND BUDGET COMMITTEE, AT A TIME 
SPECIFIED BY THE BOARD, FOR THE FOLLOWING FISCAL PERIOD, 

A DRAFT PROGRAMME OF WORK, TOGETHER WITH THE CORRESPONDING 
ESTIMATES FOR THOSE ACTIVITIES TO BE FINANCED FROM THE 
REGULAR BUDGET. 

THE DIRECTOR GENERAL SHALL, AT THE 
SAME TIME, SUBMIT PROPOSALS AND FINANCIAL ESTIMATES FOR 
THOSE ACTIVITIES TO BE FINANCED FROM DIRECT VOLUNTARY 
CONTRIBUTIONS (ARTICLE 13). 

II. THE PROGRAMME AND BUDGET COMMITTEE SHALL 
CONSIDER THE PROPOSALS SUBMITTED TO IT BY THE DIRECTOR 
GENERAL AND SUBMIT ITS RECOMMENDATIONS ON THE DRAFT 
PROGRAMME OF WORK AND THE REGULAR BUDGET TO THE BOARD. 
SUCH RECOMMENDATIONS SHALL REQUIRE A TWO-THIRD 
AFFIRMATIVE VOTE OF THE MEMBERS OF THE COMMITTEE. 

III. THE IDB SHALL, BY A TWO-THIRD AFFIRMATIVE 
VOTE OF ITS MEMBERS ADOPT THE RECOMMENDATIONS OF THE 
PROGRAMME AND BUDGET COMMITTEE WITH RESPECT TO THE 
REGULAR BUDGET AND SUBMIT THESE TO THE GENERAL 
CONFERENCE FOR APPROVAL. FAILING SUCH DECISION, 

THE BOARD SHALL RETURN THE REGULAR BUDGET TO THE 
PROGRAMME AND BUDGET COMMITTEE FOR RECONSIDERATION 
IN THE LIGHT OF THE OBSERVATIONS AND RECOMMENDATIONS 
OF THE BOARD. 

IV. THE GENERAL CONFERENCE SHALL APPROVE 

THE RECOMMENDATIONS OF THE BOARD WITH REGARD TO THE 
REGULAR BUDGET BY A TWO-THIRD AFFIRMATIVE VOTE OF THE 
MEMBERS OF THE CONFERENCE, FAILING WHICH THEY SHALL BE 
RETURNED TO THE BOARD FOR RECONSIDERATION IN ACCORDANCE 
WITH PARAGRAPH III ABOVE. UNQUOTE. LONG DISCUSSION 
OF VOTING PROCEDURES TO APPLY AT DIFFERENT STAGES OF 
THE BUDGET-MARKING PROCESS RESULTED IN GROUP B AGREEMENT 
TO HOLD AT THIS STAGE TO FORMULA URGED BY USDEL - I.E. 
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COUNTING TWO-THIRDS MAJORITIES AGAINST THE MEMBERSHIP OF 
THE PBC, IDB AND GC. DEPT. WILL ALSO NOTE THAT GROUP B 
DRAFT DOES NOT EXPLICITLY ADDRESS PROBLEM OF WHAT HAPPENS 
IF THE IDB AND PBC CONTINUE TO DISAGREE (I.E. SHALL THE 
BOARD HAVE THE POWER TO SUBMIT ITS OWN RECOMMENDATIONS TO 
THE GC AND, IF SO, WUBJECT TO WHAT LIMITATIONS IF ANY.) 

PARA IV ALSO LEAVES FUZZY QUESTION OF WHETHER A BUDGET 
REJECTED BY THE GC SHALL END UP IN THE PBC FOR RECONSIDERATION 
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OR BE DELT WITH SOLELY IN THE IDB. 

3. THUS FAR ERG HAS NOT COME UP WITH REVISION OF 
ARTICLE 10 BIS WHICH WOULD REELECT ITS POSITION ON 
WHAT WOULD BE COVERED IN THE REGULAR BUDGET (REE A, 

PARA 4) WHICH GROUP B CHAIRMAN ASKED THEM PRODUCE. 

DURING GROUP B WORKING PARTY MEETING JULY 5 TO 
DISCUSS ASPECTS OE THIS QUESTION (I.E. HOW TO DEEINE 
REGULAR BUDGET AND OPERATIONAL ACTIVITIES TO BE 
EINANCED EROM VOLUNTARY CONTRIBUTIONS) UK ANNOUNCED 
THAT IT HAD RECEIVED NEW INSTRUCTIONS PERMITTING IT TO 
ACCEPT CONTINUED EINANCING OF OVERHEAD GAP IN REGULAR 
BUDGET ALONG WITH SOME ARRANGEMENT DESIGNED TO CONTINUE 
PROVIDING UNIDO WITH FUNDS THROUGH THE REGULAR BUDGET 
TO REPLACE ITS LOSS OF REGULAR PROGRAM MONIES FROM THE 

UN BUDGET. CANADIANS AND AUSTRALIANS ALSO JOINED FRG 
POSITION. 

4. DURING VIGOROUS USDEL RESTATEMENT IN WORKING GROUP OE 
ITS POSITION ON A DUAL BUDGET, COUPLED WITH AN ATTEMPT 
AT LEAST TO DISUADE OTHER GROUP B MEMBERS EROM MOVING 
TO CIRCULATE PROPOSALS WITH RESPECT TO THE LATTER POINT IN 
THE NEGOTIATING COMMITTEE ON THE GROUNDS THAT IT 
WOULD (IN CONTRAST TO OVERHEAD COSTS ISSUE) INVLOVE 

A DIRECT BREECH OE THE PRINCIPLE OE NOT FINANCING TA 
PROJECT COSTS THROUGH ASSESSMENT, USDEL WAS ATTACKED BY 
CANADIAN, SWEDISH AND FRG REPS ON THE QUESTION OE THE 
US POSITION ON THIS SAME ISSUE IN EAO. CANADIANS, 

EOR EXAMPLE, CHARACTERIZED US AS APPARENTLY THE 
GENEVA GROUP MEMBER MOST WILLING TO SUPPORT ASSESSMENT 
EOR TECHNICAL ASSISTANCE ACTIVITIES IN FAO AND ASKED 
WHY THE US WAS ATTEMPTING TO PUSH INCONSISTENT 
POSITIONS ON THIS QUESTION. IN ABSENCE OF RESPONSE TO 
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REF B WE ARGUED ALONG LINES PARA 5 STATE 158388. 

HOWEVER, AS IN CASE OE EARLIER REPORTED CONVERSATION 
WITH FRG ON THIS POINT, DELS INVOLVED IN THE DISCUSSION 
WERE NOT PREPARED TO TAKE A COMPLETELY NEGATIVE LINE ON 
EINANCING TA ACTIVITIES IN INDUSTRY THROUGH ASSESSMENT 
WHEN THE SAME POINT APPEARED TO BE ON THE VERGE OE BEING 
CONCEDED IN RESPECT OE AGRICULTURE. 

5. OF MAJOR GROUP B COUNTRIES ONLY JAPAN STILL 
WITHOUT INSTRUCTIONS ON ISSUES OE OVERHEADS AND REGULAR 
PROGRAMS. STIBRAVY 
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